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Israel IS the smgle largest reclplent of C S aid Since the 1970-s. Israel has recel\ ed 

annually Sl 8 bllllon m Forelg Mllrary Fmancmg and $1 2 bllllon m Economic Support 

Funds ’ Congress has speclficallq directed that the economic assistance be pro\ lded as an 

immediate cash transfer \+lthout restnctl\ e condmons The combmatlcn of a Congess 

sympathetic to real or perceived Israel1 needs, a po\%eerfUl pro-Israel lobby and blpartlsan 

Admmlstratlon support for Israel’s security was believed to make requests for ald to Israel 

untouchable Yet, m the 1990-92 penod, the Bush Admmlstratron succeeded m first delays 

and then placing condmons on the approval of addmonal aid m the form of SlO bllllon m loan 

ouarantees to help Israel absorb So~let Je\+lsh emigrants c3 

How did Bush tip the balance of power m the equation \+lth Congress and the Israel 

lobby on this Issue3 The question can be analyzed accordmg to a bureaucratic pohtrcs model 

LX here the ke> pla) ers are President Bush and Secretary Baker for the Admmlstratlon the 

American-Israel Polmcal Action CommIttee (AtPAC) as the major Israeli lobby. and key 

Congesslonal leaders, partvzularl> the Chairmen of the Forel,on Opzratlons Subcommittees of 

the House and Senate Appropnatlons Committees 

Eackground of Events’ 

In October 1989, Israel requested an mltlal program of S4Or3 mllhon m housing loan 

guarantees which the Congress approved m March. 1990 In testimony before the House 

Appropnatlons Foreign Operations Subcommittee, Secretary of State Baker made the 

Admmlstratlon’s support for this program contingent on recelvmg Israeli assurances of ad\ ante 

notice of plans for new Israeli settlements m the Occupied Terntones and strict accountmg on 

housing loan disbursements to insure that U S -guaranteed fi.mds were not spent outside Israel’s 

1 

pre-1967 boundarles (the -‘Green Line”) SK months of negotlatlons on r!:ese assurances 
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between the State Department and Israel made httle progress until September/October x% hen 

Israeli Foreign 1lmlster Dawd Levy pro\ lded assurances that the government of Israel would not 

direct or encourage So\ let Je\\ s to settle beyond the Green Lme, would not use U S loan 

guarantees for housing beyond the Green Lme and, most controverslall> among Le\;y’s Cabmet 

colleagues, promised his best efforts to provide mformatlon on the Government’s settlement 

acti\ ities 3 Although the loan guarantees were finally issued m early 1991, Baker interpreted 

Israel’s contmumg settlement acti\ lty, mcludmg tours for Soviet emigrants of sites m the 

Occupied Terrltorles, and the go\ernment’s failure to provide mformktlon on settlement plans as 

e\ ldence of Israeli bad faxh The Xdmmlstratlon’s experience m negotlatmg this much smaller 

program was to color Its \lews u hen Israel’s larger request surfaced m 1991 

Israel’s Finance Xlmlster first raised the need for S13 bllhon m loan guarantees oker file 

11 ears shortly after the au- campaign commenced m the Persian Gulf War Stung by the poor 

timing of this request m the midst of the xxar but R antmg also to keep Israeli goodall and 

cooperation m not retaliating dxectl! for Scud mlsslle attacks, the Admmlstratlon prot lded SO50 

mllhon m direct compensation for Israeli uar damage while obtammg Prime 1Imlster Shamir’s 

agreement to postpone the request for additional uarantees until September, safe11 past the end 

of the Gulf iVar As Congress returned from summer recess and took up conslderatlon of foreign 

aid leglslatlon, the stage was set for the Admmlstratlon and AIP.AC to Fz:e off over lmkmg loan 

guarantees with Israeli settlement pohcy 

External and Psychological Factors 

The bureaucratic polmcs model focuses on the players, but the players do not act m a 

\ acuum Several external factors Lx ere influential m the decwon-making process on Israel loan 

guarantees m 199 l/92 Foremost of these was the Persian Gulf War 
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In the aftermath of its successful coahtlon ~11th the Arabs, the Bush Admmlstratlon 

believed that It had an hrstorlc opportunity to build a Middle East peace process which became 

its primary foreign pohcy mltlatlve of 1991 Consequently, it teas opposed to expanded Israeli 

settlement act11 lty m the Occupied Territories which the Arabs might use as an excuse not to 

take part m the peace process (Opposmon to settlements has alwal s been L S Government 

pohc~ but It has been voiced \xlth karymg mtenslt) ) This was particularly a conslderatlon when 

the Admmlstratlon sought a four-month delay m Congressional action scheduled for September 

199 1 so as not to ha\e a contenuous debate on settlements before the Madrid peace conference 

between the Arab countries and Israel Another after-effect of the coalltlon success and the 

deliberate effort to keep Israel out of the action m the war, as Ibell as of the end of the Cold War. 

was to undermine the argument that Israel nas important to the U S as a strategic all] and thus 

cesened unquestlonmg support of aid requests -4s Representatx e Ho~aai j Berman. a strong 

supporter of Israel m the Congress, put it, “Israel no longer has that much reIe\ance as a 

deterrent to SOL let evpanslomsm m the Jflddle East and so the Admmlstratlon can get anay u Ith 

being tougher on Israel * ’ 

X second factor nas the economic recession lx hlch made foreign ald lncreasmgly 

unpopular Israel’s lobbyists faced the difficult public relations task of defending a seemingly 

huge request ($2 bllllon annual11 for fike years), even though technically It lboould not be an 

expenditure of U S fimds but only a guarantee of repayment should Israel default on commercial 

borroumg Sonetheless, budget accountmg rules required that such guarantees be scored at a 

portion of their face value as a government expenditure Israel’s basic security assistance 

package might be untouchable but Congressional and public support \-ta- not automatic for a 

proposal to increase aid, ecen for Israel, m the face of domestic prrorltles Domestic polltlcal 
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targeted Senator Charles Percy for defeat m 1983 because of his support for the sale of AWACs 

to Saud1 Arabia * AIPXC’s key concern has been aid for Israel and it has tended to measure Its 

success by the dollar level achieved 

In late summer 1991, AIPAC formulated its strategy to get the SlO bllllon m loan 

guarantees included m the FY 92 foreign assistance leglslatlon AIPAC’s plan u as to generate a 

Congressional JU,, =Oernaut of support so strong as to overpower any potential Admmlstratlon 

opposltlon It circulated a draft: of leglslatlon to Its friends m Congress, stepped up member 

lobbymg of Congressional leaders, and set out to commce Senate h4aJonty Leader Mtchell and 

House Speaker Foley to endorse the guarantees ’ AIPXC called for an all-out campaign bj the 

pro-Israel community to support loan guarantees on moral grounds to awst Sol let refugees and 

to defeat any linkage \+nh settlements polxy m order to presene the prmclple that aid to Israel 

should come u lthout condmons attached The high pomt of AIPAC s FL 311~ campaign was the 

cmzen actlon day on September 12. 1991. for Jelxlsh-Amencans to lobb\ their members of 

Congress, \\ hlch triggered President Bush’s remarks on bemg outnumbered by Israeli 

lobb!,lsts lo 

AIPXC, ho\+e\er. misjudged both the President’s determmatlon and ho\+ arrogant Its 

stubborn refusal e\ en to consider a postponement until after the Madrid peace conference R ould 

appear to Congress In the end the Senate was persuaded by the Admmlstratlon’s argument that 

a debate on the guarantees and settlements issue before IlIadrid could derail the hllddle East 

peace process and agreed to a 120-day delay This mas said to be only the second time that 

AIPXC had been defeated on a leglslatlte mltlatl\e (after the 1981 -4N’rACs sale) I1 

Player Two: The Administration 



In the Uddle East peace process generally, and especially with regard to the settlements 

issue. Admmlstratlon pohcy u as defined and implemented by President Bush and Secretary 

Baker directly The role of the Middle East experts at the State Department uas limited to 

developing strategy options wlthm those pohcy parameters ” Learning from Congressional 

contacts of AIPXC’s plax to push for guarantees legislation, the Admmlstratlon developed Its 

onn pre-emptlte Congressional strategy Baker called the Congressional leadership, before they 

could commit themselves publrcly to support Israel’s request He argued that proceeding on the 

aid request at that time would doom the peace process and marned that the Admmlstratlon uould 

clearly fis the responslblilty for such a breakdown on the Congress Bush added the \\elght of 

the Presidency to this argument when he pressed the same ar-mment on Senator Patrick Leahy. 

\xho. as Chairman of the Senate Foreign Operations Subcommittee, controlled Senate action on 

foreign assistance requests Congressional action Lx as postponed until February 1993 l3 

-4s the time approached for Congress to reconsider the guarantees. the Admmlstratlon 

concluded that It \x,as m a stronger posmon than e\ er on the settlements issue Shamir Lx as 

facing an electlon m June. polls showed that a malorlty of Israelis were \\lllmg to accept some 

condltlonahty on U S aid m order to get the needed assistance to resettle So~let retigees, and 

American Je\x lsh sentiment seemed to be turning against the Llkud Pamy’s hard-line posltlon In 

Februaq, Baker un\ elled the President’s posmon m testimony before the House Subcommittee 

on Foreign Operations, chaired by Representative David Obey The Admmlstratlon would 

support the full $111 bllllon of guarantees If Israel froze all settlement act1 ;lty or It would support 

smaller amounts on an annual basis with a dollar-for-dollar deduction for Israeli expenditures on 

finishing settlements already under construction (the so-called Leahy deduction) In either case, 

the Admmlstratlon insisted Israel must halt all ne\% settlement actl\lty If rt \.anted loan 
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guarantees As final leverage, Bush threatened to veto the foreign asslstince approprlatlons bill 

(\s hlch included Israel’s regular security assistance) If It contained the loan guarantees 1~ lthout 

an Israeli commitment to freeze new activity Glren the unpopularity of settlements and the 

sensmtlty of Congress to appearmg to endanger the Middle East peace process, Congress 

passed the foreign aid bill m April without loan guarantees for Israel ” 

Player Three: The Congress 

In the field of foreign affairs, Congress has two major direct routes to influence polq 

the power to advise and consent to treaties and dlplomatlc appomtments, and Its pot er of the 

purse which 1s particularly slgmficant m the allocation of foreign assistance ’ The influence of 

Congress and interest groups on C S foreign pohcy 1s nonhere more evident than \%lth regard to 

Israel “” AIPXC and the Admmlstratlon spent relatllely less effort L~IT g to commce each 

other and concentrated theu- attentions on the Congress because of Its cotlt;til of approprlatlons 

The key players m the Congress on any issue touching on asslstdxe were Senator Leahy 

and Representatlt e Obey, the chairmen of then- respectlr e chambers’ Ap?roprlatlons 

subcommittees Obey \xas a long-time opponent of Israeli settlements m the Occupied 

Terrltones LeahJ nas considered a very reliable friend of Israel but &as \xlllmg to support the 

Admmlstratlon’s posltlon on the loan guarantees if the Xdmmlstratlon could demonstrate 

genuine progress m the peace process l6 As the guarantees were debated over the course of a 

1 ear, Leahy came up with the deduction idea to foster an agreement that would pro\ Ide 

assistance to Israel \\lthout having the C S pay for settlements to lvhlch it uas opposed m 

prmclple With these two leaders txlllmg to back the Admmlstratlon on this Issue. AIPAC had 

lost its leverage 



Dlscussmg the factors contrlbutmg to a weakening of Congressional support for Israel, 

Obey noted that It 1s difficult enough to get public support for foreign ald \+hen there 1s a 

comcldence of values between countries The deep pohcy dlvlslons that appeared between Bush 

and Shamir on the peace process and on settlements led to a tremendous erosion of Israel’s 

support Representative Berman and other Congressional supporters, howe\ er, crmclzed AIPXC 

for an oker-dependence on the strategic relatlonshlp argument instead cf emphaslzmg the 

hlstoncal and emotional ties between the C S and Israel AIPAC was also faulted for haking 

allowed its ties to Congress to weaken and for neglecting the de\ elopment of ties to ne\x 

l-iembers, especially Democrats, during the da) s of close White House connections under the 

Reagan Admmlstratlon ‘- 

The Final Outcome 

By the summer of 1992, the pohtlcal environment had changed sufficienti! to allo\\ a 

compromise on the guarantees Israel’s ne\\ Prime Mmlster Rabin vlslted Bush m August to 

resolve the issue Rabm \bas not ldeologlcally attached to the settlements as Shamir had been 

and he uanted to shon that he nas a better manager of relations \+lth Israel’s most important 

friend Bush Lxanted to grant the loan guarantees to wm s\%mg \o:es among Israel’s supporters 

as he \+as losing to Clinton m the reelection campaign l8 Bush and Rabm soon reached 

agreement that the Israeli government would reorder Its prlorltles away from ne\\ settlements 

and accept the “Leahy deductions”, and Bush would support leglslatlon for the S11 blllron 

request lg 

Under Obey’s and Leahy’s leadershlp, the loan guarantees program was approved 

begmnmg m FY 93 mlth the stipulation for deducting the cost of any “nonsecurity” housing built 

m the Occupied Territories ” The Clinton ,4dmmlstratlon deducted $137 mllhon from loan 
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guarantees m 1994 under this provlslon, although the actual impact on Ivkel uas 

counterbalanced by a nen aid program to help \slth troop redeplo) ment from Palestmlan 

Authonty areas ” 

Conclusion 

The upshot of the long tug-of-war between the Admmlstratlon and the pro-Israel lobby 

for Congressional action on loan guarantees was that the Admmlstratlon presenTed Its prmclple 

of not financmg settlement actlvlty u hlle Israel obtamed, after slgmficant delay, all the 

assistance requested In the process, AIPAC’s aura of mvmclblhty on Capitol Hill \xas dimmed 

Whether Bush’s pohc) m the end had much impact on reducmg settlements IS debatable, but the 

Issue, as It played out demonstrated several important factors rn the bureaucratic process The 

merits of a posmon are important, but so are external factors affecting the polmcal em lronment 

and psychological factors affecting personal relations among the major pla>ers Arrogance or 

complacency from past success can result m underestlmatmg the opponent’s strength A good 

Congressional strateg) almed at \xmnmg o\er early key members of Congress 1s cructal 

Fmallt, the President Inherently carries great \rvelght on a foreign pohcy issue e\ en agamst a 

tradmonally-srrong interest group/Congress balance of power 
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